By EDWIN J, COLEMAN

kegional Incomes in Recovery

PERSDNAL incomes advanced in
nenrly oll Statea in 1981, Recovery
was the key featura of economic de-
velopments az business nelivity, under
the impact of incrensed demand and
production, turned up vigorously from
the first quarter. OCyelical vecovery
and the concomitant rise in consumer
necomes continued thronghout the year.
Naotionally, the flow of perzona! incoma
rose $29 billion, 7 peraent, Mrom its low
point in Februnry to b record volums in
Deacember. That recovery wos geo-
graphienlly widespread iz evidoncad
from the fact that in nearly every Stats
tota] empleyment and faetory payrolls
were higher ab yeerend than 12 monthe
oarlier,

Againat the background of nation.
wide repovery in 1961, vegionsl incomas
advaneced penarally. In the Nation ne
o whole, perzonal incomie reached 2
record totnl of 3414 billion in 1961, 4
percent  higher than in 1960 DBy
regiona, inereases ranged from 2 pereant
in the industrinlized Great Lnies States,
whers the vecession hod hit hardest and
where recovery was still incomplate, to
5 perceni in the New England, Far
Weat, nnd BRoeky hiountuin oarens,
where economic conditions were nost
buoyont. In the Midenst, the gain was
3 pereent, while the Flains, Southwest
and the Southenst regions all matshed
tha 4-percent national rate of incraase,
With consumer prices up a litkla less
than 1% percent, real purchusing power
roge il sll regions nod in 42 Sintes,

Tap-ranking States

Largest relative sdvances last yon—
7 to 9 percent—ocourred in the sninller
States of Iows, Nevedn, Colorado,
Arizona  nogd  Mismsoppi. In Iows,
Nevada nnd Mississippl, shotp increases
in farm income provided the mupin
impotus, In Colorado and Arizonn,
the advance was mora genernl and
reflactad an incrense in production for
defanse needs as well ns a continuation
of secnlar trends.

In compnring income changes from
1960 to. 1061, it should be noied that
the reeent downtiwn in esonomic ac-
tivity spanned parts of both 1960 and
1061. Accordingly, comparison of the
apnual income totols for the two years
does not revenl the impuet of the decline
and subzequent recovery.!

Per capite income chonges

MNaticnally, per capita personal in-
comic in 1961 was at a record high us
averngs incomes ross to $2,245, 2 per-
cent mera then che 1960 figees of $2,223,
Price increases partly offset this boost,
however, and real per capita incoma
was abont the some as in 1860

As shown in the accompanying table,
nverage incomes varied irom a bigh of
$3,089 in the District of Columbin to a
lowof £1,233 in Mississippi. Topvank-
ing States in 1941, all! with incomes of
more thoa 32,600 included Deawnrs,
Nevnda, Connectiont, New Yorlk, Cali-
fornin, Alaske, New Jersey, Massachu-
setts, nnd Ilincis. [n these Stales in-
comes ranged [rom nenvly one-sixth to
two-filths above the nvernge lor the
Nation.

Industriel developments

Most of the unevennass of geographic
incoma changes from 1360 fo 1961 is
gracenble to developmienta in farming
and in manufactwring.  Changes in the
voluma of income paid individunla by
these two industries differed signifi-
eantly from the nverage for ather indus-
trios; Stale-to-State variations in rates
of changa in both Farming and manu-
fnetaring were appresiable: nnd, Anally,
there wore substantinl differences nmong
States in the relitive importance of
these two indusiries o sources of in-
come,

Natignally, form income rose nenrly
cue-tenth from 1960 to 1981, ‘This ad-
vanea refeeled incrensed livestock pro-
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duction, lassened output of crops,
small rise in produetion expenses, and
n $3 billion atap-up in Governmeant poy-
ments to farmers.  Asusanl, there wera
wide warintions among Siates in rates
of changs in fanmn income. In & num-
ber of importent agriculturn]l States,
income from ngriculture rose sharply,
but in others thera ware reduetiona of
unusunlly large magnitade. In 5 of
the 8 States whare parsonsl ineome rose
muast in percentage terms, farm ineome
provided the major boost, In 2 of the
3 States whare total income actually
declined last year, reductions in agri-
cultural income—ifollowing exception-
nlly lnrge gaing in the praceding yenr—
wera A major fnctor.

Owerall, individual earnings in man-
ufnctaring showed no change from 1960
to 1961, Among particular types of
manyfagtyres, however, changes ranged
Irom axi increase of about 3 percent in
a number of nondurable geods indus-~
tries to a declice of one-tenth in the
nuto  indostry. Earninge o dumble
goods industries as n whole had been
most. affocted by the eyclical decling,
and, although they made a strong re-
covery in latar menths, on balance, dis-
bursements werc lower in 1961 than in
1060, Nondurable goods preduction
expanded in both yenrs, sand earnings
roze necordingly. ‘These develepmients
bnd o mnrkedly differing geogrophic
impact, which steimimed, in port, from
State differences in industrinl structuve
and, in part, lram Sinte differences in
rates of change in the various types of
manulactures.

Governinent income dishursements—
the total of al! &ypes of income paid
cut directly to pesonz by Federal,
State, and loonl governmental agen-
cies—and carmings of individuala in the
service indusiiice were mpjor expon-
sionary eclenents in the income flow i
neacly all States lnst year, Total pay-
ments to individuals frem these incowe
sources rose $5 billion from 1950 to
1961, and wniformity in rates of change
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nmong the individual States wos the
rule.

Beeanse of interatate differsnecs in
income strueiore ns well 42 in rates of
change in individual incoine compo-
nents, the forepoing developmenta in
1981 offected State income flows in

varying degres, Repional highlighta
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of these offects ave summarized in the
remainder of this repore.

New England moves aliend

Aggregnte Jncomae axpansion in New
England Irom 1960 to 1961 moye tahn
mutched the national rate. To a Inrge
extent, the region's axparionce reflected
the “avenaging” of two divergent devel-

7

opments. An increnze in the nrea’s
inpartant maoulacturing industry—in
eontrast to “no change' nationally—
gave impatuz to the romional sconomy.
Convarsely, n sizable pereentage drop
in the aren’s comparativaly small farm
meome ps compured to o significnuot
gain clsowhere in the country tended
to damper: the overnll income flow,
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FProducms of electzical machinery in
Massachusetts, and neneleclaicn]l mn-
chinery in Conneciicut shnred in the
stendy improvement generated by in-
crensed demand Jfor these produets.
In wddibion, there were modemte nd-
vaces in fabricated metals and o spurd
in aireralt production in Connecticub.
As o result, earnings of manufsctring
amployees in these two States showed
& relative advance well above that in
moet major indastrin] States,

Consumer jocomes in Meine rose
only a Liftle last year as farm income
fell two-filths due to a sharp drop in
the price of potatoes, the State’s major
aop. Nonfarm income rose 3
parcenl—no vite of Zam matching that
for the Nation.

Midoast: Rig share

Tha patiern of economnlic recovery in
the Midenst Inst yenr genernlly porai-
leled nationn] developments in nonfarm
ineorme sources. Earmnings from  the
dislributiva and servica industrics and
from governinent ol maved ahead.
Commadity-praducing induetries, talken
tegether, showed litide change from
1960, In Pemsgylvania and Delaware,
there weare, however, departures from
thia pattern.

Conl and steel were major troubis
gpots 0 Peonsylvonia's  economy.
Earningz from mining activiéy declined
ab a sharper rate than in the previous
year, antd wage nod enlary ncoine from
the State’s primary metals induatry,
which accounts ler onefilth of total
manwfacturing payrolls in Pennsylvania,
was 14 pecent below the 1980 level of
£1¥% billion.

While earnings from chemicals, ¢he
cornerstone of Deloware’s induetrial
structure, were Ditle changed Ffromn
1960, o sharp decrease in the pnyrolls
of maulacturers of motor vehicles and
pquipiment cotsed total manufecturing
sprnings to dip slightly. Tliis, together
wilh 8 decline of one-eightl in farm
invome, hald the rise in overoll consumer
incomes in that State te 2 percent.

Great Lakes: Below average rise

Declines in  commodity-producing
industries held down income flows io
the Great Lakes Stotea Inat yaur  Chur-
teilments in mining, manulpcturing and
congbruction activitics wers transmitted
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to the other sources of ncome causing
5 slnckening in  economic aclivity
throughout the region,  As a resulb the
rize in toini Ineome ju Lloe grea (2 per-
cent) was smaller than in any odhar
region.

T the automobils indvelry, genarally,
factory payrolls dropped shavply from
1960 to 1961, The brunt of the reduc-
tion centered in #he Grent Lakes Stntes,
snd was primmily responsible for the
T percent decline in Michizan’s total
monufactaring esnings. This down-
turn in the automobile preduction cyeles
alse contributed to declines in toinl
fnctory anrnings in Ohio, Indians, and
Wieconsin,

An offset of major proportions wns
supplicd by agriealtire with nearly ene-
Linlf of the 51 billion national inereass in
ferm incoms going to farraers in tha
Chreat Lakes Stutes. In Jilineis alona
the rise was ¢ quarter of a hillion dollars.

Foderal Government prymenis {o
individunlz n the Groat Lakos erea
rose =horply ns unsmploymaent inaarencs
Ironchits wore extended temporarily in
regponse Lo the eyelical dip in produe-
tion. These payments puretly sompen-
satad for the Tnilare of faatoxy payrolls
t¢ nchieve full recovary. In every
Great Laltes Stite, Foderal disburse-

-matits incressed ot sbove-nvarage retos
and the region ns a whols led the Nation
in the refative expunsion in this income
SoHTEs.

Ploing: Daminant agriculture

The income siory in the FPlains
States last year was dominated by
davelopments in agriculture. To Koo~
sas, Missouri, Town, and Minnesots,
mcrenses 10 fnity income vanged from
one-tenth to one-half, and in 4l except
Missouri, sgerepute incomes responded
wilh above-avernge expansions. In
sontrast, in the two Dakotas, income
from: sgriculture fell precipitously—it
had doubled in the praceding year—and
their total income declined.

In noafamm income, neatly every
Siote in the region scored o gain lerger
thon the nationnl average.

There were numerous other signifi-
cant, but more limited, income changes
in the States of this region. Mining
activity foll sharply in Mincesote, the
Mation’s largest producer of irou ors,
and poyrolla of mining establishmenis
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were down one-sixth, This was the
most ssvere decline suffared by bny
major mining State.  Conetruction
payrolls in both Seuth Dakota snd
Kansns moved up sharply. TFor the
former, it wis the third successive year
of sizable advince. Manulacturing
setlivity improved significantly in Min-
peaota, South Dakota, Kansans, and
Nebraska.

Southesar: Mived pattern

With regard to income change from
1460 to 1961, two proups of Stabes myy
be distinguished in the Southesast,
Eentucky, Mississippi snd Arkanans all
had sizable incrensee in personal in-
coma. In sech, the principat Toctor
wos o rige in agricultural income. In
Mississippi and Aritnnsas, inereasad
receipta from eotton and soybeans were
primarily respensible; in Kantucky,
tobiaceo and livestosk were tha principal
soureas.  The flow of ineonie in the last
State was ilso bolstered by the distriby-
tion in 1961 of a bonus to vaterans of «
World War I

With one axceplion, the other Stotes
of the Sonthenst recordad reletive gring
generelly similar to the notionwide
avarages. In Wesl Virginia, nggregate
incame Ingt yenr wis nhout the snme as
in 1960, Dreclines of npproximatety coe.
tenth in both mining and fuming offeet
small but numerous gaing Trom othet
income zources.  Florida's 1981 experi-
etce iz noteworthy bacause of its record
of axceptionully ropid growth. Both
over the long run, ns well a8 in ¢he recent.
pexviod, the State hna conmsisientiy
renked first or second in income growth.
In 1961, a slackening in construction,
trade, and services held Florida’s in-
come ndvance to ene of no more than
A¥erage proportiona.

Southwest: Average rize

Income chaoge in the Southwest lnat
year reflocts mainly the experiencs of
‘Texas which accounts for two-thirds of
total income in the regien. In that
Jtate, better-than-nverage rates of
growth in the privete sector made up
for a elight lag in income [rom govern-
menk, and total income received by
Taxans in 1961 moved abhend ni nvernge
rotes,

Additionsl faetors making for s

{ Continted on page 33)
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ship to income inelude the making up
of prewar snd wartime deaficits in
durables, end higher-than-prewar birth
rates and family formption. The over=
riding diffarence fren the prewar period,
howeyer, in  the mapintenance of
relatively hiph seonomic activity, intor-
rupted by only bvief, short-lived reces-
gions. High, steady employment, a
tarpe volume of aseumnlated assets and
rendily available credit hove enabled
eonsumerg to build & loge stock of
durable goods, and therefore to raducs
the incoms sensitivity of durabla geoda
demand from the prewar period. Henes,
the relationships now obtained ars
sigmifieantly different from the prewar
period which wos choracterized hy
deeper and looger  recessionary
moveimenta.

On the ratio chart, durable poods
show charaetaristic shoré-tarm fAnetun-
tions relative to incoine, bt alao exhibit
8 strong upwwrd trend in the early
postwar years ns the heavy backlog of
demand was being satiafied, and a
flasteming out since 1965. This jn-
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stahility becomes sven more axtrame
when the major component, autos and
parts, is exnmined by itsell. Soms of
these wide swings in durables are
related Lo shifts in consumer income,
but often they are enused by entirsly
sepnrats factora, The outbreak of
Koreon hostilities in 1950 and the now
ante etyling and innowntions in 1955
{both leading to sharp inerenses in
durable purchnses) ore examples. Also,
the cyclical response in the cnse of
durables is strong even in periods of
relatively smsall business fuctuations,
reflecting the postponability of par-
chases of hip-ticket items.

Food expenditures, while somewhnt
unstabla in the anrly period, have moved
mors closely with disposnhle incomes
singe 1851. Expenditures for clothing
and shoos showed only o slightly
grester increass relative to income than
is true of food. In general, outloys for
the major sarvice compenents did not
exhibit larga devinfionz from incoma
trends in the postwor yesrs and, with
the neinble exception of tronsportation,
mcrensed more rapidly than income,

Regional Inecome—{(hnlinued from page 8)

avarbge rafe of ineome gain in the
Southwent last year was the moderating
of o strong incorna pick-up in Arizona—
6 eontinuation of that State's strong
poet war growth—by tha smnller in-
erenses in Oklahoma and Neny Muaxieo.

Last year's incoms advance in Ari-
zona was widely based. Ewery major
industry wus up substooéinlly. Per-
eehiags inerenses in farm income and
in government disburserments meiched
those in the couniry o2 a whale, but
in private nonfaym industries the per-
cantoge rise was striking. Tota] earn-
ingz of persons employed in industries
other then farming and government
yoss 6 percent in the Stete from 1860
to 1961 and 2 percent nationally.
Ameng individual industries, tha largeat
paina occurrad in trade, servicea, mnd
maonfocturing. In ench, Arizoma's
1960-61 rate of incretse outstripped
fhat i the countiy 22 4 whole by o
wide morgin. The rise in sl income
in the Stote was nccomponiad by, nod,
in fect, portislly eauzed by population
growth. Accordingly, per copith in-
oome rose ot a lessar rate—1 percent.

Rocky Mountain

Nonfarm income in the Rocky Aoun-
tain States—the apsond most agrieal-
turel of the vegions—expericnaed one of
the larpest percentage rizes in the
Nation from 1860 to 18§1—abous
double that of the Naticn ns 2 whole.
Thi# topranking gain eombined with a
smpll dacline in incornes from farming
enve the region a parcentags rise in
total income that vanked, along with
that of New England nnd the Fay West,
ns the largest in the Nation,

Partly making vp for o drop in con-
struction waa o spurt in ferin income
in Wyoming. In controst, Moniann's
whent crop suffored severe drought
losses and farm income in thet State
foll more thon onefourth, n docline
that offzat the gain in income fron: non-
farm  sources leaving toéal perzonnl
meome in the State unchanged from
1960 to 1941,

Menufacturing saminge-—chisly re-
lated to defense exponsion—wera n
primary factor in boosting nonfsrm
ineomer in Utah and Colorndo,
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Far Weast

The For West, nleng with the Nerth-
west, scored the |orgest relntive rise in
total incorwe—>5 percent. Among indi-
vidunl States rates of changa waried

Tourism, trade, ond a epurt in con-
struction activily pushed nggregoets
meome in Nevada up B pertent, tha
seeond largest relative incrosss of any
Btate in 1961,

The fow of personal income to
residenta of Califorpia was af a record
$45% hillion last year. This wnz $2
billion, oy 5 percent, mors than the
1960 totsl. The incoma advance was
broadly based with substantinl gaina in
nearly oll lines of economic sctivity.
Largest increnses ocewmred ie manu-
Incturing and services, with enrnings of
persons in these industries rieing about
$200 million and $400 million, respec-
tively, in 1961. Togather, the pick-up
in manufaetaring and ssrvices assonnied
for one-thivd of the overall income risa
in the State. Substantinl gning—el!
better-than-averags—were recorded in
mining, construction, trede, and fi.
nanes. Agriculturs was the only major
indugtry to show & deeline from 1980 to
1961, although netivity in parts of some
industries—nircrnft  production, for
example—uwas down.

Consuliier incomes in Washington
tose 4 percent Inst year., A good gain
in factory payrolla, centeving mainly
in the Inrge industrial complex at
Senttle, gove a strong lilt to private
ponfarm dngemea, Th condrast, ferm
ingome in the State declined slmost
one-tenth and ineome disbursed by
TFederal, S5tata, and local governments
rose but ab less-thon-average intes.
{On balanes, then, the aggragais incoms

rigs wae of average proportions.
dlesko end Hawait

In Alaskn, completion of defense
projects reduced emmings in the con-
givuction mduslry approxmpiely onc-
third: while smoller esrnings in the
lomber industry were responsible fop
the drop of ane-tenth in foctory pny-
robls,

Agpregate income in Haweii con-
tinued to prow in 1901 as enrnings from
o]l mafor ponferm: components ex-
panded at rates execeding thoss ve- |
corded] for the Nation as o whole,



